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10 October 1874

MEMORANDUM FOR: All OPR Staffs

FROM

SUBRJECT . An Overview of the East European Scene .

1. pPolitical stability within the Soviet East European
sphere has always been fragile and as a working hypothesis
this assumption is no less valid than baefore. At the moment,
however, with the obvious exception of Yugoslavia, there are
no observable untoward trends oxr developments which could
unsettle Soviet confidence in dealing with the West, or ,
present the Soviet leadership with new preoccupations which -
would divert attention from broader policy objectives. This .

. is not to suggest that the management of Soviet interests -

and influence in Eastern Europes has become simpler or more Lol
routine. But a post-1968 egqailibrium has emerged in Eastern - - «
Europe, governed partly of course by the more credible s e
prospect of Soviet intervention, but perhaps even more :
importantly by the new parameters which derive from the

- czechoslovak experiencs and which serve to define and restrain . -

domestic experimentation.

. 2.7 piversity in East Europe today is to be measured =

‘more by domestic economic arrangements than by relative ..

levels of cultural permissiveness or political reform. . At
present most East European economies are in relatively good

. shape. The combination of consumerism and expanded foreign

economic relations, which a few years ago displaced reform-

- as the prime hope for growth and stability in most East

European countries, has continued to produce sufficient, 1iE
unspectacular, success. Virtually without exception East y
European leaderships have acknowledged (and even articulated) _

a commitment to a continual rise .in the standard of living, =~ =
and the central place this now has in the preservation of
Jomestic political stability and in pursuit of their own.
legitimacy. If domestic instability surfaces the cause is:
therefore likely to be popular frustration with the pace or

£

MORICDF .
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~he product of this nascent consumarism, the precedent being
-ha Polish upheaval of December 1970 rather than 1968 runaway
political experiment in Czechoslavakia.

. For Cast Euzopean leaderships the link betwesen
improved living standards and political stability is at once
1 source of some anxiety as well as of leverage vig—a-vis
the Soviet Union. A certain amount of latitude must b=
allowad national leadership if thea potential of a domestic
economy is to be maximized. In some respects this contradicts
the search for bloc-wide conformity and fidelity to doctrine..
But the flexibility of management and administration has

V%)

pbroduced a-diversity of apprecach to develaopment in Eastern
- f oy By - - N

Europe which the Soviets seer willing to tolerate.  Thus,

. the Polish.leadership vigorously encourages private agricul—.

ture and industrial and managerial expertise in Hungary
assunes a-priority_earlier’reserved for political loyalty.

In every case ths premium is on caution and only the most
measured ‘departures, .the vholesale approach to ‘economic 7o
reform. of the mid-1960's having given way to a prudent = .
gradualism. ~Ths limits are still narrow and the recent: - _
leadership changes in Hungary demonstrate an almost allergic
retrenchment when things have gone too far. - oo O R

4. "The Soviet policy of detente is universally supported + °
in East Europz, albeit with degrees of enthusiasm, because -

.

of the new latitude which it permits East Europe-and its

- potential importance for national development there. Depend-
- ing on the dimensions of future East-West interaction it .. '

promises to complicate the exercise of Soviet hegemony in .
East Eu:ope-fnevertheless,gthere is a genuine identity of
interest here in the foreign policy sphere. =~ The dangers of

‘ideological pollution which detente carries with it also .

creates an identity of interest between Soviet and East

European leaderships in. restraining it. There are bound to

be contradictions here in respective perceptions of threat, =

. but on the whole, this is not something which threatens to s

disrupt Soviet-East European relations. . -

DR I S P T

i

5. Turning briefly to the East Furopean states -individually-

a. - Poland

e e

Nowhere is. the commitment to improving the standard of
living greater than in Poland, and nowhere is the urge

oo

-2
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greater to looX Vestward to expedite econonic davalcpment.
r+ is essentially this as well as the healthy respect Gierex
nas shown for the church, private agriculture, and the
material aspirations of the industrial vorkers—-wnich has
given Poland's "hational communism” its character during the
last fouxr years. Unverified reports of work stoppages in
Gdansk in August, if true;, show that the solidarity and

determination of shipyard workers still exists. Tha regime
would make any necessary concession to prevent op=n demon-

strations, but would not eschew a last resort to rorce.

b. Czechoslovakia

The parsistence of a divided but stabilized leadership,
its inability--as well as the lack of any Soviet inclination—-—
to resolve a situation of domestic malaise or to tampex with

a safely consolidated party and body politic indicate that
+he situation in Czechoslovakia has remained essentially
unchanged for the past two to three years. The incapaci-—
rated President Svoboda, who ceasad long ago to be anything
more than a hollow figure of political continuity, will be

replaced in the near Future but it is unlikely in view of .

the long period of anticipation that this will have any
major immediate impact upon the profile of the leadership or
in +the direction of policy. ' '

c. Hungary

- “tIn Hungary, the March demotions of Rezso Nyers, the

~architect of the country's market-oriented economic reform-

(the New Economic Mechanism) and of Gyorgy Aczel, responsible
for cultural policy, offer some indication of the limits to
domestic experimentation in Eastern Furope. Retrenchment in
the NEM, which dates back to 1ate 1971 and particularly from
late 1972, was preceded by the rejection of Hungary's concept
of CEMA reform during the discussions ovexr the integration -
program and by growing economic problems within Hungary, '
particularly in the jnvestment sphere. Developments which
preceded the departure of Nyers--notably the growing dissatis—
faction of a segment of industrial workers with evolving - ‘
wage inequities and that of some party officials with expand-
ing managerial authority--demonstrated the importance of
overarching conservativa dicta defined and articu ated by 2

3 ¢t

b

_coalition of conservative critics within the Hungarian party

and the Soviet leadership.

Approved For Release 2006/07/21 : CIA-RDPSOIVIO1082A0005001400(;6—(;) -

%




;

{ [ : : )
Approved For Release 2006/07/21 : CIA-RDP80M01082A000500140006-0 - e T v

A

5 of the l=zad

The more nagative porian arship changes

have not materialized, howsver. Tha NEM repains sssentially
intadt, albsit with a less certain future; the expscted wave
of dismissals from the epparat and a resurgent conservative
ethos in the nation's cultural life have railed to materialize;
and no evidance has surfacad that Kadar's polLthal position
has bazn weakenzad.  Kadar's willingness to sacrifice elsmants
of the rn’:rm as problems davelopad and to commit Hungzary to
integration and a dagres of foreign aconomic policy coordlna~
tion appears to have largely overcome Soviet reservations
about Hungarian loyalties and intentions. 1In retrospact the -
party leader seems to have been th2 arbiter bestwesn rival
elements in the party leadership, and prebably acted out of - ,
political acumdu rather than wzakness. That the gene:al o e

cause of reform in Kungary, and in East Europe as a whole, S

has SULLe ed ‘a satbaCa iz, howaver, a fact. The reoercusplons
of the Hungarian changab may not becone clear until the HSWP

Coqgrebs ln 1975. o LTE T e R T né,,‘.'i,"l

- d. MEast Germany

'Tts intérnational status more sebure;’the fo:ewgn __V,,‘7'”
- policy con rna'of'the'FoneCmﬁ“ regime have becomz more e

WwilOlfLuov. Much like its East ngo pean allies, this stepV411d e
of the Soviat Union can now diforxrd to pursue national- 1nter—- b'ﬁﬁ
ests beyond those of its very existence and survival. This - © B

ln contrast to its past view that security was to ke found
Cin isolation. Aldng;lde an emergent confidence one can o
. expect cooperation with Western Europe to b°COW° an acblve';

cgjeclee of the GDR s forewgn po cy. S s -

: he PutualWLy of 1nterests Wlth the SOVle mentor’ of oo
course contlnues,,but, here too,” there ara perceptible signs -

oo et chan ge.:fThe earlier insistence on a bloc approach to the

7777 West appears to have faded, as the East Germans: -seak to

L 1prese&we their ‘exceptional economic ties .to the FRG (anu .

- through it to the EMC) in ‘a revisad setting.whare there is -

“little p011tlcal rationale for them. During the past year -
or'so there is evidence that the Eas + CGermans 301ned soms
o'nér "East Europ=an countries (Romania, Poland and Pungary)
in rQSLSLng Soviet hcgaﬂonlc ‘dasigns for CEMA-EC IﬂlatlonSA  c
by argulng for a minimum of bloc-to-bloc dealings and & - .. 0
naximenm of bilateral contacts This may be a source of ST
tension in future betwesen hogcow and Berlin; at the mone e

it serves to highlight the evolution oE blla texr al relapi ons.

%
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fast the casad atmospnersa of dalbaente obscura 1L3 separ-
atanass TLoR Wast CGermany, bast Barlin continuas its vigorous
campaign to "delimit"” itself. As in the past primary atten-—
tion is given to the educational and ideological dimsnsions
of +he socialization process, and as bafore the search for
identity is based rnore on rejection than on a coherent
concaept of nationhood. Teadersnip ins2curity and popular
ambivalence will form the East German charactey Ifoxr some
time to come.
e. Romania
Tha Romanian challenge tO Soviet hegemony remalins as
clsar as in thes past, and there are indicatiocns that either
or both sides may have axacerbated an alreazdy uneasy ralaticn—
ship in recent months. But naw tensions, if they exist,
hava not approached the dangerous level of summar 1971 when
Ceaucascu journsyed to Peking and alarmed the Soviet lesader—
_ ship with the prospect of a serious Chinsse pressnce in -~
" Tastern Europe. IR . T
Romania continues to be unigue in Eastern Furope,
economically as well as politically. Blessed with its own
0il reserves, it was the firsk country (apart from_Yugoslavia) %
to turn to the West to extricate itself from overdependence &
_opn the USSR and the rest of CEMA, and it continues to maintain
“this policy. Largely b=cause of Cepausescu's single-mindad

pursuit of forced growth,'however,'Romania has foregorna
ma2aningful reform and consumerism. Thes2 policies, or their
lack, have contributad to 2 continuing inability to boost
export earnings through the sale of manufactures in the "
West, which in turn has contributed to the accumulation of a
huge debt to the West and to the formation of new ties with
CEMA, e.g. through a belated joining of the Investment Bank
and investmant in Soviet raw materials. IR

ha most recent difficulties with the USSR stem from-
the latter's desmand for routlne access for military transport
through Dobruja in.eastern nomaniaz. Uhat foxm this might
raka is obscure, as indze w3 themsalvas. , T
Speculation extends from an extrat orial cerridor to a
bilateral framework agxr 14 obviate the present
practlca of nagotiated spork cn a casa LY
case basis. Vhatever th equest, it may

D
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however, ‘a less dramatic oCuJJILO is more likely, one in.

control, and stricter bounds in the cultural and econ
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v o tgnificant than its content.
*riDOﬂm ﬁchl cpmen it whwco the Romanian""
“to look forward to is the departure of Yugo—
;1aVla‘s Tito and the uncartainties which attend 2 possible .-
regllgnmeﬁu of Yujos‘av and Soviet Dolicias. Soviet inter- ..
vention in: Xugos*avla in ‘the wake of Tito's death or .the. .
siergencea of a pro~Soviet ragime would ba catastrophlc fov Do
rhe Romanian position, an nd one could predict its falrlv o
rapid rO:an in such cireumstancas. Judging from SO'lEt
pollcy as it has taken shape over the past three years,

“of tha parpv program is of some interast, . -
: 1 s
P

wn;ch an accelerated policy of acbOﬂmodalvoq on-the part cf
an insecura Yu gos’av sadership would vitiate any commitment

-

oxr support to a Romanian policy Ovvlnaependanca.-,The recal-

3

S citrant Cmaucescu would clcﬂfly bﬁ forced into COmMPromises
of hlS onn. : . ey e :

Sy

FP S

mroader'Sov1nt pOllCV conalderatwons of . detente. and

stab111ty in East-West relations would tend to -argue aga1n3t7?~gr‘h
(ﬂactlve Sov1et military intervention in. Yugoslav1a, assun1ng o
ithe domnsPlc ‘political situaion remains stabilized after S
LTito goes. "ghould a leadsrship crisis ensue or should civil 1
_disorder Lrsak out ' (in Croztia, for example).the opportunitias
for Soviet pollcy and the llacvlw tias of inac 101 F*gnt ba;¥_”*
80 greab as to prove 1?:@515 ~ible. . Moscow's pref o
< goursa of action, one in evidance SLnﬂo SeptembaXl e
k aocaars to be cultlvau1on of a stable YugosTav1a and a- I

staalo XucosTav leadership, and to encourags an evar—-claser”
approxima ation of Soviet praculces in. party organizatison andc ;
cwmic

sphare..
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position.

‘examples is the upgrading of Belgrade's

i

- Perhaps the most garious. infraction of the new mutuaﬁ
™
<
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Visible Yugoslav concessions thus far includ
which provides strictly-limited naval repalr & _ 5 -to
the Soviets.. It is reported that Moscow continues periodi- -

B~
i-

question of expanded porting

cally to raise the

accomm—
odation, ons which suggasted Soviat duplicity by a2ddling in
tornal 5 +he April discovary of a group of
ile "Co TP “the osf¥ensible gupport of ther
st iles resident in Kiev and Prague infiltrated
é‘ an alternativa party congreass in Fhe
£ ing a base of influance and expanding 1t
T the country. The effort itself appears
35 activa sunoort of the Soviets has a armed
‘ 25 his puaiic claim of last spring that thz
VA!.'
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"
country has npothing <O faar from the Dast, and with 1t no
coubt the political support ¢ some of his lieutesnants for
such- 2 policy.
6.  Multilataral TIssues: spoliticized.
Gince tha Adooptica OF taz Compt sive) Inte-
gration Program in 1971 the int: 2 has bsen
cdepoliticized to a considaranle n thz measures
agread upon in the program hagl mplamented, mMoOst
issu2s are now micro, e.g., tos of cparations oL an
association or the willingness ‘a joint project. )
The primary difference batwaen zome East Europeaan
statas at the momant appsars to content of the . -
dina an . for multilater ion measuras”
T d uscn in princip go. A major o
(& ke whather ob ssumed under the
gram ar= to be incorporated into state plans;
some, but not all, East European countries

S ¥ IlnbegLatLOﬂ accepted in principle'the'Soviets'nz
san b2 exp: ~to continue rushlng for closer and more =
stringently enforced joint planning. Unless an East European.

- . .country. (e. g.,Romdnwa) appey’s to b= successfully dls,anﬂlng .
{ts=lf from CEMA, howaver, it is unlikely that they would ba R
willing to make a major issuz of this or of other integration ° -

"
0
N

issues bacause a guiescant Ezstern Europe so centra l to
’th lr "pcace oLf“h51ve,' esp301 llj in Eu*op ‘

: 8., 011—~Thc EmergTﬂq ‘Problem. Wnlle”t.
:aspecLs of integration nave fadesd somsvnat'a
between the USSR and Eastern Europe, recent 1nt°rnatlonal o
economic developments have created the basis for a mago* new'“ o
. economic and pO*ltlca7 proplern. With few exceptions the .. :
~East Europedn economies are- highly dependent upon 1nno;ted
fuel and raw materials, and with ths increase in world.

" prices of ‘these commedities--nost notably oil—-—far excsed :
“that for Eastern Europe's major exports (apove all, ma
tured ¢codsg); ‘the economic. futurs of the arsa has baco
- clouded within the past year. The rincipl= supplier
oo fuel and raw materials to Eastern Europa 15, £ courss
* USSR, which has reaped the banafits of higher commodit
7prices—-including that for gold--in its trade with the
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2, 8o far, changes in world prices nave had
relatively little impact on Soviet-last Purcpezan tradse
because of long-term contractual arrangsmants and the way
pricas are set in CEMA, but the presant five-y=2ar plan ends
next yvear and trade prices are due to bz repegotlated with
recent world price trends taxken ‘ count. Tharefcre,
the single, overvhalming quastlo in Soviet-East
Furopaan economic ralaticns is: i be the prics ¢f
Soviet oll during the next five and, 1f it is
sharply raissd, how will Eastern ay tha bill? To
date there are no good indicatio t position the USSR
will taks on this question,- but evidencz that the .
Soviets are wall awars that this Gifficult, complicataed
issue which will ultimately have cidad at ths top
political level, ' :
10. There is a cartain irony in this situation, for ikt '
was the Soviet Union which insisted that Ezastain Europs .
levelop a h=avy industrial kasa and then suppliad the oil, S
beginning in the early 1950's, which enabled Eastern ¥Xurops :
to devalop its patro-chemical and othsr patrolsum based :
industries. More recently the 5o viets have led the drive
for socialist inhegfaplon ar= foreign economic. policy coordi- .
~nation within CEMA and hava toutad CEMA cuperiance~as a - .
model for the world which would attract othar socialist
statns to CEMA and non-socialist states to socialiswm,. " While
,eloezﬁ re, as a marginal suppliar, the USSR can follow world
‘price trends with relative impunity, should it be seen as
“enmulating OPEC by putting the screws to its major customers,
the parallel betwean the situation in Eastern and Wastern
Europe would be evident and could prov1&e an impetus. for .
eration in

East and West Europeans to look to joint coop o
~solving their mutual fuel pYObleS. Por these reasons, as
wall as their great stake in East Buropsan ”*abllluy, the
Soviets will be very reluctant to provoke cries of exploita-
“tion by sharply jacking up priczs or to accept the political
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11. At the sams tiwms, however,
has baszn increzasingly running into p:
for export is curtailed there will b
to chnannel oil--and other commoditie
markets in which earnings can guickly
‘qualizy equipment and tzchnology.

Approved For Release 2006/07/21 : CIA-RDP80M01082A000500140006-‘dl;- -



